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Selected Statistics of the OIG
for the Period
April 1, 2002—September 30, 2002

Investigative Recoveries, Cost Efficiencies, Restitutions,

Fines/Penalties, Forfeitures, and Civil Monetary Action ............... $186.4 million
Total QUESHIONED COSES........ceviiiiiiieeeieeeee e $28.8 million
Outstanding Questioned Costs Resolved During this Period................ $13.3 million

ATOWET.......eeie et $5.2 million

DISAIOWED ... $8.1 million
F 0 [0 [ LT oL e £ST=] U 1= o I 36
Evaluation REPOITS ISSUBT ..........uuiiiiiiiiiiii e 3
CaseS OPENEd ..o 194
CASES ClOSEA....ceeiiiiiiiiie et e e 282
Cases Referred for ProSECULION ..........oociiiiiiiiiiiic e 170
Cases Referred for Administrative/Civil ACHON...........coooiiiiiiiiiiiieeeees 78
INOICTMENTS .. 229
CONVICHIONS ...ttt e e e e e e e e e e e e e e e e e e eeeeas 205
DEDAIMIENTS ... 17

Note:

The OIG conducts criminal investigations of individuals that can lead to prosecutions (“convictions”) by
criminal complaints, warrants, informations, indictments, or pretrial diversion agreements. Successful
prosecutions may carry sentences such as fines, restitutions, forfeitures, or other monetary penalties.
The OIG financial accomplishments, which include administrative and civil actions, are further detailed
and defined in the appendix of this report.




Inspector General’s

Message

This Semiannual Report to the Congress represents the work of the U.S. Department of Labor
(DOL) Office of Inspector General (OIG) during the six-month period April 1, 2002, through
September 30, 2002. The OIG is committed to serving American workers and taxpayers by
conducting audits, investigations, and evaluations that result in improvements in the effectiveness,
efficiency, and economy of departmental programs and operations and detecting and preventing
fraud and abuse in DOL programs and labor racketeering in the American workplace.

Our audit work during this period resulted in nearly $30 million in total questioned costs. OIG audits
continue to raise concerns about the performance and accountability of grants, particularly those
administered by the Employment and Training Administration (ETA), which issues over $10 billion
in grants annually. For example, we conducted performance audits of several H-1B technical skills
grants intended to help both employed and unemployed U.S. workers acquire technical skills for
positions currently filled by foreign workers on H-1B visas. We found that some of the grantees
failed to achieve their intended employment outcomes for participants or did not know what those
employment outcomes were. In addition, several grantees had questionable expenditures that
could have been avoided had detailed subcontractor program and budget information been
provided and evaluated by both ETA and the grantees prior to the awarding of the grants. We also
conducted a performance audit that found ETA has little assurance that state-reported Workforce
Investment Act (WIA) performance outcomes data are either accurate or verifiable, making it
difficult for ETA to adequately assess the effectiveness of WIA training programs. We are working
with the Department to help assess these weaknesses in its grant accountability procedures and
to draft potential solutions.

In this reporting period, we also evaluated the Department’s Domestic Child Labor Program. Our
evaluation found that the Department needs to update its listing of occupations in the non-
agricultural sectors found to be particularly hazardous or detrimental to the health or well-being of
young workers. In addition, the Department has not updated the management and investigative
tools used to determine child labor law compliance.

During this reporting period, our investigative work resulted in over $186 million in investigative
recoveries, restitutions, fines, and penalties; 229 indictments; and 205 convictions. We continue to
focus on corruption involving the monies in union-sponsored pension and health and welfare
benefit plans. For example, a former FBI agent and investment advisor for an International
Longshoremen’s Association (ILA) local pled guilty to embezzlement and money laundering for his
role in diverting over $500,000 in pension fund money into personal real estate investments. Also,
two California investment brokers for Capital Access, Inc., were ordered to pay nearly $2 million
each in restitution for their roles in a $4 million investment scheme in which the money was diverted
into ventures other than what was represented and then used to support their lifestyles. Cases in
the labor racketeering area include an indictment of 17 members of the Gambino Crime Family for
various crimes, including racketeering and extortion, that involved corruptly influencing ILA locals
and members on the New York and New Jersey waterfronts, among others. We also continue to
see a proliferation of fraud schemes committed against DOL programs such as the Black Lung
program and the foreign labor certification programs. For example, two Virginia doctors were
sentenced and ordered to pay $2 million in restitution for their role in defrauding the Black Lung
program of over $1.5 million by billing for excessive and unnecessary medical treatments and
supplies. In another case, a Virginia immigration attorney was sentenced and ordered to pay
restitution for defrauding clients who were seeking work visas of over $350,000.



Inspector General’s

Message

In addition, we complemented our traditional audit and investigative work by providing the
Department with Unemployment Insurance and Federal Employees’ Compensation Act fraud
training at the national and state levels, as well as technical assistance to improve a number of
management functions, particularly with respect to grant accountability, data validation, and
employee security.

| am proud of the diligent work of all OIG employees and their continued commitment to serving
American workers and taxpayers. My staff and | look forward to continuing to work constructively
with the Secretary and the DOL team to further our common goal of ensuring the effectiveness,
efficiency, and integrity of the programs that serve and protect the American workforce.

(Boeome £. Pl el

Gordon S. Heddell
Inspector General
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Executive Summary

Employment and Training

The OIG looked at six grantees under the H-1B technical skills training grants, which received a
total of $15.4 million and were intended to serve nearly 3,000 participants. Overall, we found that
training was implemented and target populations were served. However, none of the participants
in two of the grants obtained employment or upgrades in occupations for which they were trained.
Two other grantees did not track placements and, therefore, employment outcomes were unknown.
In addition, we questioned over $1.6 Million iN COSES. ........cooiiiiiiiiiiiic e 11

Aformer State Department engineer pled guilty after an investigation revealed that he was involved
in preparing fraudulent applications for alien employment certification. ...............c..cccoc. 14

A Virginia store owner was sentenced for visa fraud after an investigation revealed that the majority
of the labor certification applications he had filed were fraudulent. ..............cccccciiiiien 15

Following the OIG’s issuance of a March 2002 audit report, ETA terminated a $4.7 million Welfare-
to-Work competitive grant that had been awarded to Madison County, Alabama. As a result of
the grant’s termination, approximately $3 million in unspent funds will be returned to the
[ 1T 0= T 10 0= o | SR PPUR 17

We conducted a performance audit to determine what oversight and monitoring procedures were
in place to ensure that state-reported WIA performance data were accurate and supportable. We
found that DOL has little assurance that the state-reported WIA performance outcomes data are
F= [T o1 0| = 1 (= RPN 18

ETA has reported that states had large amounts of unspent WIA funds during FY 2002, while states
have contended that ETA’s financial portrayal was misleading and failed to consider valid financial
obligations. We completed a review of Ohio, which received $261 million in WIA grants, and found
that the State had reported the entire $261 million as obligated and had spent only $93 million
F= LT 1= ot o] o 1Y a2 1 OO PPRPPPR 19

Worker Benefits Programs

Twelve of 23 individuals indicted in connection with an Unemployment Insurance check
counterfeiting scheme have pled guilty and received sentences as of this semiannual reporting
period. The group counterfeited Missouri State Unemployment Insurance checks as well as checks
from the State of lllinois and other entities. ... e, 23

Two physicians were sentenced for their roles in defrauding the Black Lung program of over
$1.5 million. The investigation found that they billed and received payment from the Black Lung
program for excessive office visits and unnecessary medical treatments and supplies. ............ 25

The OIG conducted an evaluation of DOL’s Domestic Child Labor program and recommended
several changes to improve the program. For example, we found that DOL has not been consistent
in the development and execution of outreach programs and beneficial relationships with Federal,
state, and local employment issuance and regulatory agencies. ..........ccuuveeveeiiiiiiiiieiee e 27
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Executive Summary

Worker Safety, Health, and Workplace Rights

We conducted a performance audit to determine how effective the Occupational Safety and Health
Administration (OSHA) was in establishing strategic partnerships and whether these partnerships
were making an impact in improving safety and health conditions in the workplace. We identified
examples of partnership successes but found that, despite OSHA’s outreach efforts, the program
was having a limited national impact because of the relatively few partnerships that had been
established and the small number of employers that were participating. .......................oois 31

Departmental Management

During this reporting period, the OIG performed a number of computer security audits, in
accordance with the Government Information Security Reform Act. While the efforts by the
Department and its component programs are notable, we continue to identify areas where
IMProvemMents are NEEUAEM. .......ooiiiiiii ittt et e et e e e e e e e e e e e e e e e e e e e e e e e 38

During this reporting period, the OIG forwarded to DOL 17 Single Audit Act audit reports for action
and follow-up. These 17 reports questioned over $27 million in DOL funds and contained
89 Material fINAINGS. ...t e e et e e e e e a e aeeeaeeas 40

Labor Racketeering

A physician was sentenced after being found guilty of defrauding 11 prominent Chicago-based
union health and welfare funds, including those of the Teamsters, Laborers, and others, by billing
in excess of $400,000 in unnecessary and expensive medical SEervices. ...........cccccceveevveeenne.n, 45

A former registered investment advisor for Indiana-based Local 1969 of the International
Longshoremen’s Association (ILA), pled guilty to embezzlement from an employee benefit
plan. The advisor admitted that he converted over $500,000 of pension fund monies for his own
(U] PR 46

The principal owner of Capital Consultants, an investment company, pled guilty during this
reporting period to mail fraud and assisting in the preparation of a false tax return. The investigation
found that Capital Consultants defrauded dozens of union pension funds. ..........c.ccccc. 47

Seventeen members and associates of the Gambino Organized Crime Family, including Gambino
Family boss Peter Gotti, were charged in a 68-count indictment for crimes including racketeering,
extortion, gambling, money laundering, and wire fraud. Allegedly, these individuals corruptly
influenced unions and businesses on the New York and New Jersey waterfronts. ................... 48

A former secretary-treasurer of ILA Local 1349 was sentenced after pleading guilty
to embezzlement of labor funds by a union officer. The investigation revealed that he embezzled
OVEE BO1,000. ..ottt ettt e e e e e eaee e 50
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Top DOL Management

Challenges

At least annually, the OIG identifies and reports on what it considers to
be the most serious management challenges facing the Department of
Labor. Following is a synopsis of the top management challenges as of
this semiannual reporting period. The full report is included in the
appendix of this Semiannual Report.

Grant Accountability, Performance,
and Effectiveness

The Department continues to face challenges in providing accountability
for the costs and results of its grant programs, which comprise some
$9.5 billion in funding. The OIG has worked with ETA, DOL’s largest
grantor agency, to help assess weaknesses in its grant accountability
procedures and to develop potential solutions. Recent OIG audits
detailed in this report serve to illustrate accountability problems in the
grant award, execution, reporting, and oversight processes. In
April 2002, ETA took a significant step toward improving accountability
when it issued a grant/contract administration implementation plan that
addressed many of the OIG’s concerns. In addition, concerns previously
raised with Bureau of International Labor Affairs’ grant program have
largely been addressed, with financial information improvements
remaining.

WIA Program Implementation

Both increased accountability and state and local flexibility are among
the seven key principles embodied in the Workforce Investment Act of
1998. As WIA reauthorization is debated in 2003, the Department will be
challenged to work with the Congress in drafting replacement legislation
and issuing implementing regulations that strike an appropriate balance
between the sometimes competing interests of accountability and
flexibility that have resulted in inconsistent program guidance.

Financial Performance

Over the past several years, the Department has achieved a high level of
financial management discipline that has resulted in clean audit opinions
on its financial statements since FY 1997. Nonetheless, the Department
faces significant challenges in producing timely financial information that
can be used in its day-to-day management. Another challenge in this area
is the adequacy of information being provided to the Department via audit
reports conducted by independent public accountants or state auditors
under the Single Audit Act (SAA). In our reviews of six audits conducted
under the SAA, we found serious deficiencies, including inadequate
sampling, which would make the reports unreliable.

Semiannual Report to the Congress
April 1, 2002—-September 30, 2002



Top DOL Management

Challenges

Accountability: Budget and
Performance Integration

Performance budgeting is a major focus of the President’s Management
Agenda, which calls for further integrating budget and performance to
foster a results-oriented Department that is guided by performance
rather than process. To this end, the Department has taken initial steps
toward instituting a performance budget for FY 2004. Key to the
Department’s success in this area is effective strategic planning and
development of the capability to generate reliable, timely, and auditable
performance results and cost data for its programs.

Security of Pension Assets

Currently, there are over 6 million private employee benefit plans
covering 150 million people and containing nearly $5 trillion in assets.
Given the size of this universe, protecting pension assets poses a
significant challenge for the Department. Over the years, the OIG has
advocated that ERISA be amended in order to increase protections for
pension plan participants. In particular, we have recommended that
provisions in ERISA that allow auditors to exclude certain assets from
the audit scope be repealed and that plan auditors be required to report
any ERISA violations directly to the Department. More recently, we have
identified the need for more clarity and guidance relative to the
computation of participant benefits with respect to cash balance plans, a
growing segment of the pension universe.

Another area of concern involves the security of the billions of dollars in
assets in private pension plans, which are an attractive target to organized
crime elements, corrupt pension plan officials, and individuals who
influence the investment activity of pension assets. In particular, OIG labor
racketeering investigations continue to show that the security of the assets
within Taft-Hartley plans, which are jointly administered by labor union
representatives and management representatives, is at risk.

Protection of Worker Benefit Funds

Safeguarding Federal employee benefits programs administered by the
Department of Labor is a formidable challenge, given the existing
vulnerabilities and the sheer scope of these programs, which affect the
lives of millions of workers and retirees and involve billions of taxpayer
dollars. The OIG continues to identify vulnerabilities involving financial
stability and program integrity within the unemployment insurance and
disability compensation programs of the Department.

Semiannual Report to the Congress 7
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Top DOL Management

Challenges

Information Technology and
Electronic Government

The expansion of electronic government is also among the aims of the
President's Management Agenda. This presents challenges for the
Department, such as the security of its information technology (IT) assets,
the seamless implementation of its new IT architecture, and the integrity
of its benefits programs in an electronic government environment.

Integrity of Foreign Labor
Certification Programs

The Department’s foreign labor certification programs provide employers
access to foreign labor. OIG investigations continue to identify fraud in
these programs, particularly the H-1B program, which may result in
economic harm to American workers and businesses, exploitation of
foreign workers, and security risks associated with aliens who are
admitted to this country by fraudulent means. The OIG believes that if the
Department is to have a meaningful role in the labor certification process,
it should have corresponding statutory authority, not currently available, to
ensure the integrity of the process, including by verifying the accuracy of
information provided on labor condition applications.

Human Capital Management

The management of human capital presents a significant challenge to
the Department due to anticipated workforce and skills shortages. As
many Federal workers become eligible for retirement, the Department’s
ability to recruit and retain highly qualified people will be essential to the
successful accomplishment of its mission. The Department has
instituted a number of policies to maximize its recruitment and retention
of talented people. There are a number of specific legislative, regulatory,
and policy changes that would be helpful to Federal agencies like DOL
in more effectively competing with private industry for highly-skilled
personnel and in retaining qualified employees.

Effectiveness of Mine Safety
and Health Programs

In January 2001, the OIG listed enhancing the effectiveness of programs
administered by the Mine Safety and Health Administration (MSHA) as
a management challenge to the Department. Prior evaluations by the
OIG had identified a number of issues needing the Department’s
attention to ensure that programs that protect miners from injury or death
operate efficiently and effectively. MSHA has taken significant steps
toward addressing the recommendations that resulted from those
evaluations and will be challenged in the coming year to fully implement
outstanding recommendations, some of which require rulemaking.

Semiannual Report to the Congress
April 1, 2002—-September 30, 2002



Enhancing
Opportunities
for America’s

Workforce

Employment
and Training



The Department of Labor provides assistance to those new to the labor force and
those wishing to improve their potential to achieve success in today’s job market.
The Department provides opportunities for individuals to obtain the skills necessary
to succeed in the global economy, close the employment gap for out-of-school youth,
and increase long-term jobs for people as they move from welfare to work.

The OIG works to optimize the use of funds appropriated for training and employment
programs by enhancing program performance and accountability. This includes
providing oversight to ensure the overall efficiency and effectiveness of DOL’s
progress in moving welfare recipients away from public assistance and into training,

jobs, and self-sufficiency.




Employment

and Training

Foreign Labor Certification Programs

The Department of Labor’s foreign labor certification programs are
designed to provide employers access to foreign workers in specialty
occupations or in areas in which there is a shortage of American workers.
The permanent, H-2A, and H-2B programs are supposed to ensure that
the admission of aliens to work in the United States on a permanent or
temporary basis does not adversely affect the job opportunities, wages,
and working conditions of American workers or legal resident aliens.
The H-1B Visa Specialty Workers program is intended to allow U.S.
businesses to compete in a global market in order to respond to rapid
advances in technology. It requires employers who intend to employ
foreign specialty-occupation workers temporarily to file labor condition
applications with the Department stating that the required wage rates
will be paid and that other requirements will be followed. Proper worker
documentation must accompany these applications before a visa is
issued. Under current law, the Department is required to certify H-1B
applications unless it determines that the applications are “incomplete
or obviously inaccurate.” OIG audits and investigations have shown that
the individuals allowed into the United States under this program often
lack the specialized skills necessary for meeting the requirements for
H-1B visas.

In addition to the application certification process, the Department
administers grants that are financed through a $1,000 user fee imposed
on employers for every H-1B visa application filed. These grants,
established by the American Competitiveness and Workforce
Improvement Act of 1998 (ACWIA), are intended to help both employed
and unemployed U.S. workers acquire technical skills for occupations
that are in demand and are currently being filled by foreign workers on
H-1B visas. ACWIA established these grants to train and to place workers
directly into highly skilled H-1B occupations and to create programs that
would continue after the grants expired.

H-1B Technical Skills Training
Grants Did Not Achieve Intended
Employment Outcomes

DOL has conducted three rounds of grant competition and awarded
43 technical skills training grants totaling approximately $96 million
through 2000. We conducted performance audits of six of these grants,

Semiannual Report to the Congress
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Employment

and Training

Foreign Labor Certification Programs

which totaled $15.4 million and were intended to serve nearly 3,000
participants. The overall audit objective was to evaluate whether
grantees were meeting the intent of the H-1B Technical Skills Training
Program and the requirements of their grants. The audits were designed
to evaluate project implementation, outcome achievement, and fiscal
accountability.

Overall, we found that training was implemented and target populations
were served. However, none of the participants in two of the grants
obtained employment or upgrades in occupations for which they were
trained. Two other grantees did not track placements, and therefore
employment outcomes were unknown. Further, just three of the six
grantees demonstrated that their projects could continue to operate after
the current grants ended, a requirement of the grants. In addition, we
questioned over $1.6 million in costs, or 29% of reported Federal outlays
to date. The following chart summarizes our findings for the six grantees

we audited.
Implementation Outcomes
* Technical Questioned
Grantee Skills Targe_t Sustainable | Achieved Measured/ Costs
.. Population Reported
Training

SELACO In progress Yes Yes Unknown No $ 0
SFPIC Yes Yes Yes No Yes 915,985
REB Yes Yes No No No 0
Work Alliance Yes Yes No No Yes 231,675
WorkPlace No No No Unknown No 140,000
TUF Yes Yes Yes Unknown No 359,462
TOTAL $1,647,122

*SELACO Southeast Los Angeles County Workforce Investment Board

SFPIC San Francisco Private Industry Council

REB Metro North Regional Employment Board (Malden,

Massachusetts)

Work Alliance (New York, New York)

WorkPlace (Bridgeport, Connecticut)

TUF The League/Service Employee International Union 1199
Training and Upgrading Fund (New York, New York)

Project Implementation

In general, training was implemented and target populations were
served in accordance with the grant conditions. However, while grantees
implemented training utilizing local educational institutions, innovative
training methods (the unique aspect of the grants) were not fully
developed, and in one case were not established at all. We also found
that some targeted groups, such as unemployed and underemployed
individuals, were being excluded and therefore not being served as
specified. Finally, we found that the program’s sustainability was an
issue for half of the grantees audited. This was mainly due to problems

Semiannual Report to the Congress
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Employment

and Training

Foreign Labor Certification Programs

with the innovative aspects of the projects, such as partnerships with
industry, which severely diminished over time.

Outcome Achievement

We found that training either failed to achieve employment outcomes or
had unknown outcomes. The following chart shows the participant
placement or upgrade rates for the six audited grantees.

Months Placement or Upgrade
Grantee Elapsed

Planned | Actual Rate
SELACO 13 500 Unknown | Unknown
SFPIC 20 205 94 46%
REB 13 345 0* 0%*
Work Alliance 10 220 2 1%
WorkPlace 15 448 Unknown | Unknown
TUF 10 550 Not Yet Known

*REB had no upgrades and did not measure placements.

We questioned over $1.6 million because the costs were not allocable,
allowable, or reasonable. Future costs may be questioned if matching
requirements (grantees have to match 25% of the Federal outlays using
non-Federal funds) are not satisfied. Most of the questioned costs could
have been avoided had detailed subcontractor program and budget
information been provided and evaluated by both ETA and the grantees
prior to the grant award. Some examples of questioned costs include:

« $140,000 spent on “soft skill” training not associated with a
technical skill curriculum;

«  $154,025 for curriculum development that was unnecessary and
unallowable since a comparable curriculum already existed; and

«  $915,985 for computer labs using an inappropriate cost basis
that included an element of profit and duplicative costs, rather
than actual lab costs.

We recommended that ETA recover the $1.6 million in questioned costs
and take steps to ensure that grantees operate their projects in
accordance with the intent and requirements of their grants. The
grantees generally responded that they were operating as intended
under their grant agreements and that progress has been made in
accomplishing grant goals since our audits. (OA Report No. 02-02-207-
03-390, issued March 26, 2002; OA Report No. 02-02-211-03-390,
issued September 30, 2002; OA Report No. 02-02-212-03-390, issued
September 26, 2002; OA Report No. 02-02-213-03-390, issued
September 30, 2002; OA Report No. 02-02-214-03-390, issued
September 30, 2002; OA Report No. 02-02-215-03-390, issued
September 30, 2002)

Semiannual Report to the Congress
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Employment

and Training

Foreign Labor Certification Programs

The OIG continues to identify fraud in the foreign labor certification
programs. These cases involve fraudulent applications that are filed with
DOL on behalf of fictitious companies and corporations, individuals who
file petitions using the names of legitimate companies and corporations
without their knowledge or permission, and immigration attorneys and
labor brokers who collect fees and file fraudulent applications on behalf
of aliens. ETA has provided significant assistance in these types of cases.

Former State Department Employee
Pleads Guilty in Virginia

On August 20, 2002, Ronald Bogardus, a former State Department
engineer, pled guilty to one count each of conspiracy, labor certification
fraud, money laundering, immigration fraud, and extortion. Soon after
the close of the reporting period, on October 18, 2002, Bogardus was
sentenced to over eight years in prison and, per his plea agreement, will
forfeit over $4 million in cash, real property, and other property. The
investigation revealed that Bogardus was involved in preparing
fraudulent applications for alien employment certification that an
attorney (who is a co-defendant in this case) later presented to DOL.
Bogardus went to restaurants and obtained managers’ names and
signatures, which he later used on the applications without the
managers’ knowledge. The extortion count of his guilty plea concerned
written threats that Bogardus made to an immigrant in an attempt to
persuade the immigrant to withdraw a lawsuit against the attorney and
others. This investigation is being conducted with the Department of
State, the IRS, the Immigration and Naturalization Service (INS), and the
Fairfax County Police Department. U.S. v. Bogardus (E.D. Virginia)

Virginia Immigration
Attorney Sentenced

On August 2, 2002, immigration attorney S. Anita Ryan was sentenced
to six years’ imprisonment and four years’ supervised release and was
ordered to pay nearly $400,000 in restitution to her clients. Over the past
eight years, Ryan defrauded clients who were seeking work visas and
permanent resident status of more than $350,000. Ryan sold approved
labor certifications and work visas without notifying the original
applicants. She continued to bill and collect fees from the original
applicants even though their approved documents had been sold or their
cases terminated without their knowledge. U.S. v. Ryan (E.D. Virginia)

Semiannual Report to the Congress
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Foreign Labor Certification Programs

Virginia Grocery Store Owner
Sentenced for Visa Fraud

On July 12,2002, Choudhry Tariq Bashir, the owner of Star Grocery and
Halal Meat, was sentenced to 13 months’ incarceration and 2 years’
supervised release after pleading guilty to visa fraud. Since 1999, Bashir
filed 36 labor certification applications for Halal meat cutters. The
investigation revealed that the majority of these applications were
fraudulent and that undocumented workers had paid Bashir as much as
$14,000 to file on their behalf. In a related case, on May 21, 2002, Abdul
Hameed, an associate of Bashir, pled guilty to conspiracy and tampering
with a witness. The OIG was assisted in this case by the U.S. Postal
Inspection Service, the Fairfax County Police Department, and the
Herndon Police Department. U.S. v. Bashir, U.S. v. Hameed (E.D.
Virginia)

Semiannual Report to the Congress
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Employment

and Training

Welfare-to-Work Program

The purpose of the Welfare-to-Work (WtW) program, which is
administered by the Employment and Training Administration (ETA), is
to prepare hard-to-employ long-term welfare recipients and other eligible
individuals for, and place them into, lasting unsubsidized employment.
WtW activities should be grounded in the “work-first” philosophy of the
Temporary Assistance for Needy Families program established under
the Personal Responsibility and Work Opportunity Reconciliation Act of
1996, the legislative centerpiece of welfare reform. In FYs 1998 and
1999, $3 billion was authorized for WtW grants and approximately
$700 million of this amount was awarded to grantees selected through a
competitive grant process carried out in three separate rounds, with the
remainder distributed by formula to the states. The competitive grants
were intended to be used to develop innovative approaches to serve the
targeted population.

Columbus Urban League’s
Competitive WtW Grant

The Columbus Urban League (CUL) received a $3.1 million competitive
WitW grant in January 1999 to place a minimum of 480 welfare recipients
into subsidized employment while engaging them in career development
activities to help increase their earning potential and economic stability.
The goal was to place 346 of the 480 individuals into unsubsidized
employment upon completion of the career development segment. As
permitted by law, the grant period was extended by two years; however,
the goal for unsubsidized employment was reduced from 346 to 228.

We audited CUL’s grant from its inception through June 30, 2001. We
found that CUL did not have a participant management information
system in place and therefore was unable to accurately track participant
enrollment or properly allocate expenditures. These inaccuracies
caused CUL to overstate the number of participants being served. In
addition, we questioned nearly $140,000 because staff salaries and
fringe benefits totaling $91,516 were based on budget estimates rather
than actual time worked, and technology items totaling $48,000 were
purchased without the required preapproval of ETA. CUL concurred with
our findings and recommendations and has begun taking actions to
correct the problems identified in our report. (OA Report No. 05-02-003-
03-386, issued August 19, 2002)
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Welfare-to-Work Program

ETA Terminates $4.7 Million WtW
Grant with Madison County, Alabama

Following the OIG’s issuance of a March 26, 2002, audit report, ETA
terminated a $4.7 million WtW competitive grant that had been awarded
to Madison County, Alabama. As a result of the grant’s termination,
approximately $3 million in unspent funds will be returned to the
Department. The purpose of the $4.7 million grant was to place 640 non-
custodial parents in unsubsidized employment over a 30-month period.
The OIG recommended that the grant not be extended because of
concerns about the program’s effectiveness.

Connecticut Defendants Sentenced to
Repay over $1 Million

Sandra Naclerio and Milton Greengas were sentenced for defrauding
the Community Action Agency of New Haven (CAANH), a nonprofit
corporation that provides services to low-income families, of over
$1 million. Greengas and Naclerio each received seven years’
incarceration and five years’ probation and were ordered to make
restitution to CAANH in the amounts of $573,000 and $468,000,
respectively. Naclerio, the former finance director of CAANH, and
Greengas, a retired printer, pled guilty in February 2002 to larceny for
defrauding CAANH. The investigation revealed that between 1998 and
2001 CAANH improperly paid more than $1 million to printing companies
owned by Greengas, of which over $52,000 was derived from WtW grant
funds awarded to CAANH. The monies were paid to Greengas largely
through invoices approved by Naclerio. In turn, Greengas kicked back at
least $235,000 to Naclerio. This was a joint investigation with the
Department of Housing and Urban Development OIG and the
Connecticut State’s Attorney’s Office. U.S. v. Naclerio, U.S. v. Greengas
(D. Connecticut)
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Workforce Investment Act Programs

The Workforce Investment Act (WIA) became effective on July 1, 2000.
WIA established a new comprehensive workforce investment system
that is intended to be customer-focused in order to give individuals access
to information and tools they need to manage their careers, and to help
U.S. companies find skilled workers.

ETA Has Little Assurance That State-
Reported WIA Performance
Outcomes Data Are Either Accurate

or Verifiable

To assess the effectiveness of job training programs, WIA Title 1,
Subpart B, established a comprehensive performance accountability
system comprising indicators of performance for each major program
component (adult, dislocated worker, and youth). The WIA and
implementing regulations also require that states submit an annual
progress report on the performance measures required for each of the
three programs that can be validated and verified as accurate. ETA and
the states are responsible for monitoring this performance information.

We conducted a performance audit to determine what oversight and
monitoring procedures were in place to ensure that state-reported WIA
performance data were accurate. Our audit covered procedures at the
ETA’s national and regional offices, 4 states (Colorado, Louisiana,
Kentucky, and California), and 12 Workforce Investment Boards/One-
Stop Centers within those states.

We found that ETA has little assurance that the state-reported WIA
performance outcomes data are either accurate or verifiable. At the local
level, none of the 12 One-Stops had adequately documented procedures
for validation of participant performance data. At the state level, two of the
four states had not monitored performance data at the One-Stop case file
level, and none of the four states had formal data validation procedures to
ensure the accuracy of reported performance data. At the Federal level,
ETA limited its regional and national monitoring procedures over WIA
outcomes data to desk reviews and computer edit checks.

We concluded that ETA cannot ensure that the WIA performance
outcomes reported since the inception of the program are accurate. This
is due to: (1) the lack of monitoring in the first year of WIA performance
reporting; (2) the lack of a statistically valid data validation approach; and
(3) the lack of clear documentation requirements and definitions of key
program terms. ETA has initiated a data validation and verification
project to develop a comprehensive ETA performance data validation
and verification computer program that seeks to strike the proper
balance between data